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Daar Applicant:

He have considered your application for recognition of exemption from
Toderal incoms tax under section 501{c){3) of the Internal Revenue Coda.
of 19%4. .

The information submitted discloses that you wera incorporated under the
nonprofit corporation laws of the State of N on I

Your Articles of Incorporatioa, states, in part, that your purposes are

(a) to organize, operate and raise money r-* the operation of amateur
athletic %eams and (b) to engage in 81l s “ sctivities permitted Lo be
carrisd on by an organization exempt un’ ,ection 501(c)(7). on NN -
I, you snended your purposes to .e, in part, that your
corporakion is orsanized exclusively (a) to foster national or -
international amateur sports competitica and {(b) to angage in all su:
activities that are permitted to be carried on by an organination o.cenmt
under saztion S017¢){3)

Accoriing to the descriptisa of your activities in your application, the
nain purpose of NN ic to provide
funding through donations for amateur athletics competition. Initially, . -
I 25 been responsible_for the formation of a baseball team and -
funi raising for the one,baseball tean in the [ area. It was

{semad naceasary to create one team a% the upper level of competztion to
e3tablish wn intevest in the entirs, sport. . -

-l t:3m is mainly for adults above the age of 18 who now pls;
seb 11 at college and ars on their summar break., [ cozt:2ia
co llqu coaches throughout the state informing them of the axistance’ of

the lEl tean. In June of eachiyear, it hoids tryouis for thosa
interosted in plaving. Tast year the ‘tom had [l plnfers at the ’
boginning of the ssuson. Approzimately lll to Il players are anticipvasi
9ach year that the team participates ium league play.
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The League is affiliated with the

I, hich includes three other leagues--{1) I
I ( toams from tho I arex); (2)
I  toans fron N
B oo () N ( ccvs from

The names of the other NN towns are not known bscause the uniforms
besr just the names of the I businesses vhich are sponsering the
tesna.

B oo donssod SHEEEE to NN = b2soball feaa.

Yventually, [ vould like to ‘scquire donations to support amateur
touaebell programs for all ages abave 8 years old, including other high
nchool basoball teams in the area, the little leagumr, pony leapne, and

the IIINININGEGEGEE :22u> in the area.

The Association's founters, vho ara also its officers, are I
. ho thrae officera are alezo the
diractoro of I , o for-profit
corporation, witich provides baseball inmstrustion to {ndividusls or groups
of individuals for & fee. The I tcam ani iis playnara do not rocelve
instruction fron I, but thoy are coached Ly MEENNGEGENGENEEE -nd a
I o . vho serve as unpaid conches at

pregent.

has provi dai. howaver, fivs buseball
bats, carrying bags for the bats, and taseballs, &$he. total fair market
value b-ing jmmms. [ furnishes uniforms (total cost of about
) thet are expected to bs raturned at the en? of 4tho season,
The players pay a SN deposit to cover tho cost of the uniforms (with
a JEE valus) and svo vefunded the depopit at t‘;e tine thay return . :

t‘neir uniforma. The players provide iheir own gJoves. shoes, and’ any.
other miscellanecus equipment’ that. thay wish' to have.

M icos not plan to'sell.uniforms or any cther sports equipment. -
At pr sent, it is solely.a sarvice company. Howaver, it plann %o build a -
batting cago in tho I arca and. possibly niher areas in the future
Tor prcfit. The tniividuals using tMe-cage pay for.the right to use a:
bat a1l a pitching machine. The company hes also tallad sbout the
po33ibility of writing 2 book an begeball inrtruction. but that: ia Just’
an idsa 2% prasent. The major donox to— hes been N

, commercial architecta, with whom /the building of a.
batting cage was discusdsd. Yowaever, it bes been determined :that [
I sould not ba involved.if a bat"b ing cage 15 to -be duilt..:
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dccording %o the Bylaws, the business and proysrty ol the Association
shall be managed and controlled by & Board of Directors of three
meubera, Tha Bylaws also provide that the members of the M 3hall
conzist of the thres foundars named in the Articles of Incerporation.
The named individuala, who are tha officers of the aasociation, may in
their Aiscretion elect any other person{s) %o membership. At any meeting
of ths membership, the -presence of tud persons in person nr by proxy .
shall constitute a quorvm. Under Article 4.of the Ariicles of
Incorporation, an7 contract or othe:r transaction beiwsen I and one oc
more of its divectors, or bstween [lond any corporaticn, Tirm,
association, or other entliy with which one of the Il officers is
affilinted shall be valid for all purposes, notwithatanding tlie presence
or participation in the voting by such dirsctors.

Saction 501(c) of the Internal Revenue Code of 1954 descrildes vertain
organizations exenpt from income tar under ssction 501{a) and reads in
part: :

(%) Corporation, and any commucity chest, fund or foundation, organized
ani operated exclusively for religious, charitable, scientific
testing for publ.c safety, literary, or educational purposes, or to-
fogter national or international amateur sports compst1tion (but only
if no part ‘of its activities involve the ‘provision of ‘athletic
racilities or equipment),. or for the prevention of c*uelty to
children or animalsa,. no part of the net earnings of which inures %o
the benefit of any private sharelbolder or !ndividual. .

Ssction 1.501(c)(3)~1{a)(1) of the Income Tax Regulations states that in

order t0 be exempt as an organization describad in section 501{c)(3), an

orgenization muat be both ocganized and oparated exclusively Sor ooz ov
nore of the purpossa specified iz that zection. If zny organization’
fails to mest eithar the orgauiaationsl or operational test. it"is not'.
exenpt.

Section 1.501{¢)(3)- l(d)(l)'ii\ of the.Regulations provides, in part,
that an organization is apt organized and oparated exclusivsly for ore or
more sxempt purposes unless it serves a public rather than a private
tnteraest, .

Revenuae Ruling 55-2, 1965-1 C.B, 229 states that an ‘organization which is
organized and opsrated for the purpone of teaching a particular saort to
children b; holding clinics conductea by qualified instructors in
schoola, p’q; rounds, and parka, and by providing free instruction, -
aquipment, anl facilities, quelifies Tor axemption under section )
501{e){3). : .




[ .

By instructing children through & personally tanght courase of instruction
relating to a particular gport, the ormganization is serving a recognized
public purpose of combatting juvenils delinguensy and therehy lesssning
the burdens of goverument, an activity which is recognised as being
charitable.

Revenue Ruling 69-3384, 1953-2 C.B. 122 states thet an orgaaization
created to maintain an amateur basebsil ansociation made up of baseball
tcamq with nmatenr playsrs of college age-18 exempt under section
501{c){4) of the Cods. The organization establishes mummer baseball
schedules and sets standards, policlen, and othics that goverr tha member
teoms in a community. By helping to davelop gooq sportsmanship, high
character, and the physical and wental wall—being ot younz adults t“rough
the operation of an amnteur baseball leazue, it was usld that the
orgenization i3 pronoting the ccmmon gocd and goneral welfare of the
paople of the community. :

In Revenus Ruling 77-355, 1977-2 C.3. 192, an othsrwise qua‘if)\ng
nonprofit organisztion that conducts clinies, workshops. 1essons, and
seninars at munlcipal parks aud racraastional arsas to.inmstruct and .
educate indiviiuals of all ages and skill in.a particular speri was‘“eld
to be operated exoclusively for educational purposes and qualified for'
axeaption- unler section 501(c)(3). The organieation dono not eatﬂblis“

rules, sat standards for squipment or spoasor loague’ coapetition for thy
sport in which it provides instriuction. X
Section 1.501(c)(3)-1{d){8) of the Income Tax Regulations statss that au
organisnation provides atnletie facilities or aquipment ifs

(1) the organigation pevnits the use of sthletic facilities or
aquipmant that it owns;

(i1) the organization psys for or othervise assumes tha cost of
the use of athlatie fncilities or equipment ownad by any other
person: or

’iii) the orrani"atiqn_reimbursas amsteur athletes for. the cost \
of athletic facilitiss or equipment..

row tha inforwation you hava furnished us, the playsrs on your team are
g2lected mainly from adults over the age of 18 who are on suamer break
from collage, Thsrelors, your activity yould not be.considersd
charitable by preventing juvonile delinquarky as was the rationale in
Revenue Ruling 53-2. TPurthermore, your: orWaniuation. unlike . the
organization described in Revenue Ruling 77~365, is not organissd
exclusively to instruct and sduccte ihdividualn of all ages and BKill
lavels in baseball. The I tocc eoneisl,s of players who nre already
skillad,




Besldas directing your racrultment ¢ slayers to only college age adults,
vou take only a limited numbsr of plarara, selectad afier tryouts. You
alsoc set rules or staniards for aequipaant and participate in league
competition. Sponsoring or pirtiecip-*ing in league compotition is one of
your main purposss. Therafora, you are not organized exclusively for
aducational purpoass.

Your Articles of Incorporation, ae amendaed, cnangel tns purpose of the
organization from organizing, operating and raising money for an anateur
athletic tesm that ia a socisl or racrastional club unjer section
501{c)(7) to one that is orpanizal exclusively %o foater national or
international amateur sports competitlon unier section 501(c)({3).
However, you state alao that vou sventually hope to suppoort bnseball
teams for all ages in HIEEEEECounty, including high school teama, the
1ittlo league, pony laague, colt league, and [N 122:u0.
Support of these various amateur teams with a_wide variance o2 skill
would not be in ascoordance with your smend»d czempt purpese of veing
organized axclusively to foster nationnl and internaticnal amatour sno“tﬂ
competition.

In the 1576 amendmont %o the Intsrnal Revenue Code-section 701’c)f3),
Congross alded “to fostar nationnl or interaaiional smateur sports
compatition (but only if no part of its activiu.ss involve. the pcbViE‘OQ
of athletic Tacilities or equipment).” In the 1iscussion of tho
amendment in the Senate Congrassionul Record datsd August 5, 1979, 1t
emphasizes that:
It {the ameniment) is not intendsd to make social clubs, or
organizations of casual athletes, into tax-~exempt charitias.
Only an organization vhose primary purpoge is the support and
1evelopment of amateur athletas for participation in
international compatition in Olympie or Pan Amsrican aports will
qualify ucder this amendment. Organisations whose. primary
purposss ara the recreation of their members or whose facilities
are used primarily by casuasl.athletes will not qualify.

- N L
Income Tax Ragalations saction 1.503(e)(3)-1{d)(7) statee that for
purposea of Toziering national or intevnationsl amateur sports
competition, the term "amateur athletes™ refers only to athletes who
participats or rsasonably can be expecied to participate, in national
chanpionahips or intaernational competition in an arateur sport.

fiven if your organization snould not expand its support to include all
ages snd a variety of teams, and contiauea-to support the one adult team
only, there is no evidencze that the akill and intent of your one team
that is formed ench summer are such that it can'be expectad to
partleipate in nacional couwpotition for Olympic or Pan Amserican sports as
axplained in the regulationa. You state that in NN, your ean
partlciputad 4na tournaneat held in NN ‘i:h toanms from

* the I 1ongus - ), the NN
Leazue, and the champion of a Leagua. ] e
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The nere fect that a tean frow [ had participated in the aame
tournamsnt ani givea the tournament "an international flevor,™ as you
gtate, does not place your tesn in the category contemplatad faor
oxemptica unier saction 501{c){3). You state that ths fact that a teaa
Sron I, :1ich iy situated juast cast of ths HIINEENGEGEGE st/ te
boriar, iz incindzd in the [N 1.2c5:2 naxas that league a
national league. Hovever, just the Za2ct that a tean froa an sdjacent
utate iz a member of a league does not classify the tourmament as baing
nationa’l competition for national championship for Olwmpic Games or Pan
Amecican Sames or even a competition to select a team to participats in a
vationnl championship comewtition.

Thersfore, judging froa tho types of playa“s you support, ov intend to
asupport, vou do aot umeet the requirements of an organization that ia
organizel and oparated exciusively for foataring national championship or
international competition contemplated by the statute.

In Ravenus Ruling 70-4, an organization which publicized a spors,
conluctrd tournaments and, axhibitions, and gave ozcasioval instructivs
clinics but had no regular progran of twaching the sport 4o the public
vag denled recognition as an IRT 501{0)(3) sducational organication and
wag chargcterizal as a social welfsre organization undar IRC 501{a){4).
The Intarnal Revonue Jervice's poaition is that organizations which -
nerely promota competitive sports srs not educnt1onal o*ganizations
within the wmeaning of sectiou 501(c){3). o
Therefors, we have conaidevad whather your organization might qualify for
exoaption under section 501{c)(4). Howaver, from ithe information you
have furnished us, it appoars that thus far, partieipation consists of
just 3 limited number of college studenis who have buwen nmelagted to play
"on the team after tryouts. Tho gonersl public may not participste ar
banefit from your operations., Furthermore, you state that 7ou are ‘not

<

interantel in oxemption under saction 50](c)’4) because you fnel that ° .-

your situation is sinilar to the '!utohiuon Basaball EDnterpriges ‘case,

which involved an unpaigd aemi-profeaﬁional team, but which court case you
acknovledge was not acquiesned_ %o as being.exempt under ssction 501{e){3)
by the IRS Commigzioner. Ths Intarnal Revenua Service holds that the .
pronotion of sparts, in nnd of iiaslf, is not a charitable purpsas within

the nmnnin; af ssction 501{e}{3) in the abgence of other edugational or . °

enaritable goala ‘pravantion of juveaile dolinqugﬁuy)‘furtﬁared‘by the

2
activiey. \

Purthsmaore, you state thot [« s formod:. ..

to teach bageball for u fea and that it intends to build batting cages
for prefit, TYon state that tho I was f‘omod us 8 Beparate entity. by -
the officers of MM to stimulate dnd huild intsrest 1im bsasball in the

country. Thuz, it would appear that the directors of Nl are toying to

promote aud crante interast in basedall, so that 1t would .be p“ofitable
tor Bl t» huild hakting cages for ?mo‘*ioin.g. By: promoting nssabnll,

T diractors ars sarving their private intereate as regarﬂa tbe1r fvtuta

ofita.




By serving as tie thrae dirpctors for ihe [ oxi HEEE, wvihich may enter
into any contract with the for—pro!i* business, therA i2 a conflict of
irtereat and serving of privato intareai that-cannot be overlooked
whether tha exenption is being considersd unier 501{e){3) or 501{e)}{4).

Accordingly, for the various reasons given above, you i0 not qualit' for
axemption unler sectien 501{c){3) nor 501/c){4). You ars requirsd to
file ®Pajeral income itax returas on Porm 1120 for each year. you have been
in etistance. We ars not ruling on your qualitication Tor otomption
undeyr any othar velated paragraph if IRC 501{c). .

If you accept onr findings, you do not need to take furiher action.

Tf wou do not ncecept our findings, we rocommend that you raquest a
conferance with the /iffics of Regional.Dirsctor of Appeals. Your raquest
for a conference should include a written appesl giving the {acts, law, Lo
and say other information to suppor. wour p091*ion a8 explainad in the h
ancloaznd Publigation 892." You will then de contactoi 4o srrange a daute
for » confersnce. The aonfaronce may be hold ‘at our Regicnal offi:e or,
if you regueat, at any mutually convenient Distriet office. ol

If we Ao ast hear from wou within 30 days from the date of bnfa‘letter,
thia valing +will becorie final. If you have any questions, please. enntaa*
the verson wvhose name and to‘ephone nunber ATe ‘ghowm- abc:a. D

If you do not protest this nroposed dete"minﬂtxon in'a timely manner, it

7111 bs considered by the Taternal ansLue Service as a failura’to, . - L
ozhaust available administrative remediss. 'Saction 7428(v){2) of ha

Intornal Revenue Cade provides in part that, A declarazory judgmont-or .-

dacrae under thls section ahsll not. be 1ssued in any procoading unless .

the Tax Court, the Court-of Clainms, or the Distriet Court of' - tha United

Stites for the Distrioct of Columbis 2otsrmines that-ths. organization - i
involved has exhnustad adminiatrat:vc remndieJ available to 1t within the -
Internal Revenue Sarvicse.” .- . g

A.copy of this latter 1s_hpinr sent to npp*opriate State off:ei 15 1n
accordaneo with Internal Hevenue uoda aaﬂtion 6104{ c)

3 M Ty

.(Sincere;y yoprs.

Enclosurs
Puhlication 392
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